Recent committee efforts by the SEC, FASB and the AICPA have been widely heralded by many in the financial market community as long overdue recognition of the broader needs of financial statement users. Preliminary recommendations of the Jenkins committee have called for the reporting of a broader set of financial data that provides improved information for investors and creditors wishing to assess the financial viability of corporate entities. Similar to most required financial statement disclosures, the emerging proposals again appear to focus on meeting the needs of a subset of financial statement users that are primarily interested in profitability and returns on investment. Such a focus continues to neglect the information needs of other corporate stakeholders.
by the external auditor under current government regulations (i.e., single audit or related regulations).
The remainder of this paper develops a framework for an extended corporate audit based on the existing single audit guidelines already required for most government and non-profit organizations. The intent is not that the proposed model be espoused as the definitive answer to current deficiencies in the existing audit model, but rather to provide a framework from which critical dialogue on a normative audit model can be entered. The remainder of this paper will be structured as follows. The first section will overview the existing literature on the demand for 
SOCIAL RESPONSIBILITY REPORTING
A segment of accounting researchers have demonstrated a major interest in corporate social responsibility reporting for over two decades. These researchers' efforts have painted a picture that can generally be interpreted by the viewer to suggest that many financial statement users are influenced by corporate social responsibility data; yet, at the same time, such information that is voluntarily reported by many organizations may bear little resemblance to actual social responsibility performance. This creates significant problems for socially conscious investors and other financial statement users that have a keen interest in encouraging corporate social responsibility.
The single area receiving the greatest attention from researchers has been the area traditionally perceived as pollution information and contemporarily expanded to the broader issues of green accounting. Perhaps the most alarming finding in this research has been the incongruence between pollution disclosures and actual pollution performance reflected in studies from the mid-70s to the mid-80s [e.g., Frazier 1980; Ingram and Frazier 1980; Wiseman 1982; Rockness 1985; Tinker 1985; Freedman and Jaggi 1986] . These results suggest that firms who are poor pollution performers devote more space in their annual reports to discussing the positive aspects of their pollution performance which results in an information conflict with externally generated reports on actual pollution performance of the companies. As a result, the social responsibility disclosures that are provided may not necessarily be reflective of true performance.
At the same time, related research demonstrated a fairly consistent link between pollution performance and economic performance. Several studies found positive market performance for firms reporting positive pollution control information [e.g., Belkaoul 1976; Ingram 1978; Bowman 1978; Anderson and Frankle 1980; Bragdon and Marlin 1972; Spicer 1978a; Spicer 1978b; Stevens 1984] . While the impact of social responsibility disclosure on returns is positive, these studies, combined with the other studies on actual pollution performance suggests that financial statement users could effectively be duped by misleading social disclosures.
While the bulk of such findings are in the area of pollution performance and pollution disclosures, similar findings have been found in other areas of social responsibility disclosures.
Several studies have found that favorable social responsibility in general has a positive impact on the market [e.g., Anderson and Frankle 1980; Bowman 1978; Moskowitz 1972; Vance 1975; Heinze 1976; Sturdivant and Ginter 1977; Cochran and Wood 1984; Spencer and Taylor 1987; McGuire et al. 1988; Patten 1990] . Most of these studies focused on corporate reputation as a surrogate for social responsibility. Other studies examined particular negative acts reflecting on social responsibility such as trade violations [Staw and Szwajkowski 1975] , trade violations in combination with poor corporate philanthropy [Wokutch and Spencer 1987] , and workplace requirements under OSHA [Freedman and Stagliano 1991] . The results of these studies indicate that negative social responsibility behavior also led to negative market returns. Unfortunately, the bulk of the information disclosures that led to these perceived effects arose from independent bodies' assessment of corporate responsibility. Mitchell [1992] emphasizes this point in noting that the biggest problem facing investors interested in social responsibility data is that such information is not readily accessible.
Beyond reporting such social behaviors, concerns also lie with the increased recognition of widespread management fraud and the commitment of illegal acts. Simunic [1991] notes that such illegal acts can include a variety of things such as illegal disposal of hazardous waste and violations of occupational health and safety regulations. Concerns over the ethical behavior of organizations and their management have led to increased pressure for reporting on the internal control systems that help monitor and control such behavior. As Kelley [1988] notes, an issue raised via the Dingell hearings (prior to the Republican takeover of congress) is the need for financial statement users to receive improved reporting on the internal control systems that management has in place. Further, the committee indicated that such reports should go beyond just accounting controls to encompass the entire control environment of an organization. Under current reporting for illegal acts, however, neither the above noted acts nor the control systems are required to be reported to financial statement users [Simunic 1991] .
A fundamental limitation of all of the studies noted in this section is the focus on investors responsiveness to social responsibility disclosure at the expense of the consideration of other corporate stakeholders. Contemporary analyses reinforce this narrow perspective through the advocation of disclosures related to asset vulnerability, clean-up obligations, and potential costs for investment in pollution control devices [Blue et al. 1992] . This is also consistent with the AICPA exposure draft on environmental remediation liabilities that focuses on the associated costs to the neglect of consideration of adherence to laws and regulations.
This narrow focus on cost based consideration is increasingly receiving criticism from researchers for its failure to consider the needs of other stakeholders. Gray [1990a] argues that consideration needs to be given to the impact on the human race, the rest of life and future generations. Cooper [1988] notes more specifically that the focus on investors ignores less powerful public constituencies with an interest in clean air, corporate trust, social harmony, community health and safety.
While understanding investors needs for such information is useful, it should not come at the exclusion of consideration to the information needs of other constituencies. In the subsequent section of this paper, the Single Audit Act of 1987 is examined for purposes of identifying the information that must be reported during the audit of state and local governments (as well as other recipients of federal funds based on subsequent legislation). This information exceeds that required by corporate audits quite significantly as the federal government passed legislation deemed necessary to monitor proper use of its funds in a socially acceptable manner.
These deviations in reporting requirements leaves one to ponder why similar disclosures are not also deemed necessary during corporate audits.
REPORTING REQUIREMENTS UNDER THE SINGLE AUDIT ACT
The Single Audit Act of 1984 [U.S.C. 1984] escalated compliance auditing from a limited aspect of the audit profession to one of its most complex and fastest growing segments.
While the initial act impacted only state and local governments receiving substantial funding from the federal grant, the Office of Management and Budget has subsequently followed through on a commitment to Congress to extend the single audit to additional recipients of federal funds such as colleges, universities, and not-for-profit organizations [Folpe and Hamlin 1990; Freeman et al. 1991] . The action taken by the federal government shifted audit responsibility for compliance with federal regulations to the recipients of the funds and their independent auditors.
To fulfill these responsibilities, the federal grant recipient is responsible for the implementation of a reasonable system of controls that will assure that all of the requirements for the federal funding program are adhered to in using the corresponding funds. The auditor's responsibility is to evaluate the system of controls that are in place and to form an opinion as to whether these controls are effective in assuring reasonable adherence to federal funding program guidelines and assess whether the funds that have been used in the past year were properly utilized.
In order to achieve these audit objectives, the auditor must issue reports covering seven areas. On an entity wide basis, the auditor must form an opinion on (1) the reasonableness of the financial statements, (2) the effectiveness of the overall internal control system, and (3) the compliance with rules and regulations governing the use of federal funding. For each major grant program, the auditor must also provide (1) a schedule of federal financial assistance by program, (2) a report on the effectiveness of the internal controls over the applicable programs, (3) assurance as to compliance with applicable rules and regulations covering the major grant programs, and (4) a report of any identified fraud or irregularities associated with use of federal funds.
Beyond assurances related to the financial accounting information and the internal control system, the key component in a single audit is the focus on adherence with rules and regulations.
There are nine requirements that are applicable to all federal funds. These are as follows:
Political Activity: Prohibits the use of federal funds for partisan political activity.
[2] Davis-Bacon Act: Requires that laborers working on federally financed construction projects be paid a wage not less than the prevailing regional wage established by the Secretary of Labor.
[3] Civil Rights: Prohibits violation of anyone's civil rights in a program funded by the federal government.
[4] Cash Management: Requires recipients of federal financial assistance to minimize the time lapsed between receipt and disbursement of that assistance.
[5] Relocation Assistance and Real Property Acquisition: Prescribes how real property should be acquired with federal financial assistance and how recipients must help relocate people displaced when that property is acquired.
[6] Federal Financial Reports: Prescribes federal financial reports that must be filed.
[7] Allowable Costs / Costs Principles: Specifies that state and local governments should observe the provisions of OMB Circular A-87, "Cost Principles for State and Local Governments."
[8] Drug-Free Workplace Act: Requires state / local government to establish, communicate, and enforce certain policies and procedures designed to assure a drug free workplace.
[9] Administrative Requirements: Requires state and local government grantees to observe relevant common rules and other grant or administrative provisions.
The latter item, administrative requirements, refer to the requirements that each federal grant will typically include as a specific set of rules and regulations that are required in administration of grant funds. These specific rules and regulations will vary by program agency and by the particular grant. In each case, these additional rules and regulations are laid out in the grant contract.
In overviewing the requirements specified by the Single Audit Act of 1984, of particular interest in this paper is the clear concern by the federal government for the social issues and policies surrounding the use of funds that are distributed to other governmental units. These social issues include a broad array of concerns from fair pay for labor to displacement of individuals from their homes to the protection of individual's civil rights. Mandates requiring the auditor to oversee state and local governments' adherence to federal social policies demonstrates the breadth of auditors' responsibility for serving the public interest.
A MODEL FOR A CORPORATE SINGLE AUDIT
When one studies the components of a Single Audit and compares these components with those of a required corporate audit in the U.S., the differences in the breadth of the two audits are striking. While the corporate audit requires attestation to the fairness of the financial statements, other important issues such as reliability of the internal control system, adherence with rules and regulations, and the implications to social issues and concerns are generally ignored. The remainder of this section of the paper is devoted to the design of a corporate single audit that is comparable in scope and meaningfulness to that of a governmental single audit.
Perhaps the first dimension that must be accounted for in drawing comparisons between the governmental and corporate audit models is a reconciliation in the auditable units. In a governmental single audit, an audit consists of reporting on the governmental entity as a whole and reporting on each major program. A major program is determined based on the amount of funding provided; and in addition, the programs identified as major must be added together and the total must make up at least 50% of the total funding received from the federal government.
While this system has no parallel in the corporate environment, the Jenkins committee does prescribe fairly extensive guidelines for identifying major segments within a given company.
This application of segment reporting seems a reasonable equivalent that would provide a meaningful reporting unit for the reporting of social disclosures. Hence, disclosure at both an aggregate corporate level and by segment seems appropriate.
The second dimension of concern is the extent of audit reporting. As noted earlier, three reports are required of governmental units at the aggregate level and four reports are required at the program level. All three of the entity-wide reports seem appropriate for corporate audit users--e.g., attestation as to the reasonableness of the financial statements, assessment of the effectiveness of the internal control system, and assurances as to compliance with laws and regulations. These reporting requirements would add the frequently called for reporting on internal control systems and the compliance with laws and regulations would include the similarly desired reporting on illegal acts among other things.
At the segment level, reporting similar to the governmental single audit requirements for major programs also seems desirable. While a schedule of federal financial assistance is obviously not applicable, an equivalent reporting of the transfer of funds between segments and with the parent corporation would seem reasonable. The remaining three segment level reports seem appropriate as dictated by single audit requirements--e.g., a report on the effectiveness of internal controls over the segment, assurances as to compliance with applicable rules and regulations at the segment level, and a report on any identified fraud or irregularities at the segment level. Such reporting would provide even greater useful information for users related to internal control systems, illegal activities, and a third major area of concern--fraud.
The final dimension, which is perhaps the most complex, is a mapping of the applicable laws and regulations that a corporate entity should be required to disclose. In order to maintain the parallels between the governmental single audit and the proposed corporate single audit, each of the nine general requirements for governmental entities are discussed in the following subsections in terms of their equivalent applicability to the corporate environment.
Political Activity
Federal guidelines prohibit the use of federal funds for partisan political activity. While this limitation is of substantial concern to state and local governments (and other recipients of federal grants), this restriction has virtually no impact on the corporate environment. This incongruence does not, however, indicate a lack of interest by corporate stakeholders in the political activity of corporate entities.
During the 1996 presidential race, the AFL-CIO has very publicly noted that it will provide $35 million dollars of funding for democratic candidates. In order to achieve this goal, the union will assess its members with a special surcharge. This provides the potential for significant conflict between labor and management in an era where management is generally stereotyped as having strong Republican ties, while union laborers generally have strong Democratic tendencies.
Beyond just an entity's employees; other stakeholders such as stockholders, lenders, taxpayers, and the communities surrounding corporate operations may also have a strong interest in political activity. This may be particularly true if the political action is directed towards lobbying for specific actions. Examples might include lobbying for the relaxation of clean-up requirements, increases in allowable pollution levels, or reduction in automobile safety standards.
All of these changes may be desirable to corporate managers while at the same time being perceived negatively by many other corporate stakeholders.
Reporting on political activity by corporate entities would appear to be a low cost and high benefit requirement. The collection of the data and the ability to communicate the information should be low cost. Concerns regarding the impact on a firms ability to compete with other firms (an argument frequently voiced in opposition to new reporting requirements)
should be negligible. The only negative effect would appear to be the potential reaction of the stakeholders to an entity's political activity. If such action is a concern, then it seems to only reenforce the need for such information to be available to financial statement users.
Davis-Bacon Act
The Davis-Bacon act requires that laborers working on federally financed construction projects be paid a wage not less than the prevailing regional wage established by the Secretary of Labor. Such wages are generally determined based on the prevailing union wage in a given region. Obviously, public companies are not required to pay any wages in excess of the federally mandated minimum wage.
However, several of the various corporate stakeholders may have a keen interest in better understanding the wage structures of companies. Employees might use such information in deciding whether to unionize or to identify key concerns during contract negotiations.
Communities may also be interested in such data when determining which companies to pursue or which entities might receive special tax considerations in exchange for moving into the community. 1 For instance, one major discount retailer is known to frequently negotiate tax breaks when entering certain locations, but at the same time has come under fire for hiring primarily part-time store employees apparently to avoid having to provide employee benefits and higher wages. Many communities may feel differently about the tax holidays they provide such companies if they better understood the entity's labor practices.
While companies are not required to pay the prevailing wages of a given region, information on comparative data would appear to be useful to at least some financial statement users. At a minimum, it would seem that corporate entities should be required to provide sufficiently disaggregated data to enable users to compare the wages of various categories of laborers with the prevailing wages of the region as established by the Secretary of Labor.
Beyond such data, information regarding employee benefits, hiring practices, and employee satisfaction (this latter item is also noted in the Jenkins Committee report) would be desirable.
These information disclosures would directly address the concerns of certain stakeholders such as employees, communities, unions, and socially conscious investors.
Civil Rights
The civil rights guidelines prohibit the violation of anyone's civil rights in a program funded by the federal government. In this case, the guidelines for governmental units also hold for other entities. The Civil Rights Act makes it illegal for anyone to violate another persons civil rights. The difference between government entities and other parties is the consideration of such actions in the financial reporting process. Such illegal activities are not a primary consideration in current reporting and auditing.
This may not seem like a major concern on the surface, but the underlying issue of greatest concern in assessing a government entity's adherence with the Civil Rights Act is the adequacy of affirmative action guidelines for hiring. The enforcement of this Act is basically a de facto requirement that government entities adhere to strict equal employment opportunity guidelines. If such a social practice is considered positive by the government, it would seem logical that similar guidelines be mandated for corporate entities as well. While corporate employers are prohibited from discriminating against applicants or employees, minimal oversight is required and no reporting on how companies implement this requirement is provided.
Adequate reporting on adherence by corporate entities should include information as to the entity's hiring processes and reasonable demographic data that can aid in understanding the success in implementation of such practices. The need for such information has been emphasized in recent years with allegations of racial and/or gender discrimination by several companies. This information would again appear to be of use to multiple corporate stakeholders.
Namely, employees, communities, investors and lenders would all have an interest in such policies --be it from a social consciousness or simply a concern over potential law suits.
Cash Management
Federal guidelines for cash management requires recipients of federal financial assistance to minimize the time lapsed between receipt and disbursement of that assistance. Again, this is not a requirement that is in any way related to current corporate management requirements. In general, this requirement also does not address a particular concern from a social responsibility perspective. However, investors and creditors are likely to be interested in an entity's cash management practices and additional details related to hedging, investment, and other such practices. Perhaps of even greater concern would be the internal controls that are in place over cash receipts and disbursements. Increased reporting of related cash management policies, procedures and controls seems desirable.
Relocation Assistance & Property Acquisition
Guidelines related to relocation assistance and real property acquisition relate to how government entities should acquire real property with the use of federal financial assistance and how those people who are displaced by such acquisitions must be aided in their relocation. On the surface there seems little parallel between a government entity that can force individual's to relocate and a corporate entity that must negotiate a price and purchase the land from willing individuals.
However, corporate entities can force individuals to relocate in many other ways. One of the most common is to reassign individuals to new positions in new locations. For many companies there is a two tier system used to handle such relocations. For management level employees, relocation is oftentimes covered quite generously as corporations may pay movers, cover house hunting visits, pay closing costs on house transactions, provide temporary housing for several months, provide aid to spouses for job hunting, and perhaps even purchase an unsalable house from the employee. This is an interesting contrast to that afforded most laborers who may be displaced from jobs in factories that are closed or downsized. These employees are frequently offered positions at plants in distant locales if the worker is willing to move him or herself to the new location.
While the relocation of workers may be necessary, disclosure of relocation policies seems desirable. These policies may not seem as critical in the case of the management level employee; but, if there are varying standards for various level of employees, the comparative information may be of interest to multiple stakeholders. In particular, employees and unions would seem to desire such information. However, many other stakeholders feelings toward different entities may be impacted by perceptions of fairness, undue hardship inflicted upon displaced workers, and these feelings may be impacted in a positive direction by companies that demonstrate fair and compassionate policies.
It should also be noted here that other individuals may be displaced by the actions of a corporate entity. For instance, chemical spills, higher pollution levels (air or noise), traffic increases, and other environmental impacts may force individuals to move from their homes when corporate operations move in or expand. In many cases, such individuals will also face devaluations of real property that may make desired moves infeasible.
Regardless of the reason for displacement, companies should be accountable for their actions and information related to such activities should be reported. The impact of a company on the environment surrounding it should be assessed and reported. This impact may be environmental, cultural, or quality of life related, but the impact is still real and should be considered. Again, this provides an opportunity for companies who are conscious of the environment around them to demonstrate and report this consciousness to its stakeholders, while those companies that are not as concerned with the environmental impact are also held to a consistent reporting standard.
Federal Financial Reports
Requirements for federal financial reports to be filed with the federal government are in place for all recipients of federal funds. While these reports differ for government and non-profit institutions, such a requirement is not inconsistent with the SEC's requirements for public companies to also provide financial reports. The issue in this area becomes more of a concern over what financial information should be disclosed and is outside of the scope of the concern in this study. This area is receiving substantial attention in other areas and the interested reader should explore recent reports such as the Jenkin's Committee Report [1994] .
Allowable Costs / Costs Principles
The provisions for cost principles relate to the Office of Management and Budget's published guidelines on "Cost Principles for State and Local Governments" (Circular A-87).
This provision, as it currently stands, is again directly related to state and local government uses of federal financial assistance. There are no such required guidelines for cost accounting applicable across all public companies.
Nonetheless, there are several areas in which a review of applicable costs principles would be desirable. First, there are guidelines specified for government contractors such as those in the defense industry. While those corporations must provide reports to the government indicating compliance with the principles, that information is not provided to other financial statement users. A reporting on the reasonableness of the application of these principles by relevant companies would be desirable. Similar to the requirements under the Single Audit Act, an extension of this reporting to include both the adherence to the cost principles and a review of the effectiveness of the internal controls in place to assure adherence with the cost principles seems appropriate for other users. This shifting of the responsibility for such procedures to the funds recipient and that recipients independent auditor is consistent with the initiatives set forth with the Single Audit Act. Extension of these initiatives to the corporate environment seems particularly appropriate given the public concern over widely publicized overcharging of the federal government by various contractors. The media often lambastes the government for paying exorbitant fees but the companies charging those fees are generally only mentioned in passing.
The review of cost principles can also serve other stakeholders interest in evaluation corporate managers actions. An area of major concern that caused union strikes at General Motors in early 1996 was the outsourcing of work, a practice that has become quite common in the 1990s. During the past few years, a multitude of companies have reported downsizing efforts that are frequently fueled by the outsourcing of business activities. In most cases, these reports have led to significant jumps in the share prices of these companies. However, as the economy continues to grow and large write-offs are used to cover re-structuring costs, the true increases in profitability for companies from implementing such plans is generally indeterminable. The one thing that does seem clear is that the jumps in stock prices greatly benefit the managers who implement downsizing efforts and the associated outsourcing of activities, as these top level managers typically own significant numbers of shares and/or receive bonuses tied to share prices or convoluted income numbers.
A review of applied cost principles could answer several questions associated with these corporate maneuvers. First, are there clear benefits gained from outsourcing activities within a given company versus continuing to perform such operations in-house. One might question whether cost principles are currently used to unrealistically project such gains to justify the changes, or even that such projections are manipulated to take work outside of the organization to weaken the position of workers' unions. Clearly during the strikes at General Motors one of the issues raised by the union was concern over how outsourcing was being used to shrink the unionized work force. A review of applied cost principles may also shed light on many other areas of concern to various corporate stakeholders.
Drug-Free Workplace Act
The Drug-Free Workplace Act requires state and local governments to establish, communicate, and enforce certain policies and procedures designed to assure a drug free workplace. While the Act is one of the relatively recent additions to the general requirements for federal financial assistance recipients and was derived via a reactionary move to populist concerns, it does represent a clear intent to enforce a social responsibility issue. As such, to the degree it represents the interests of multiple stakeholders, it is also an easily applicable requirement for corporate entities. Similar to what was noted earlier for political activity, reporting on a Drug-Free Workplace also has the positive attributes of having a low cost for reporting and a negligible impact on competitiveness from releasing such information. This combination is heavily supportive of providing such information for use by interested corporate stakeholders.
Administrative Requirements
Administrative requirements represent the specific set of rules and regulations that are required in administration of grant funds by recipients of federal financial assistance. These rules are tailored to the specific interests of the given grant program and to the specific concerns with implementation of the grant in the given recipient environment. This would be akin to identifying specific rules and regulations within certain industries when applying such guidelines to corporate entities. For instance, chemical and mining companies might be required to report on pollution levels and controls. Companies of all types might be required to report on overall social responsibility and philanthropy.
The most logical approach is to perhaps create a broader web that would mandate reporting on all rules and regulations covering a corporate entity's industries, employees, trading partners, and business practices. These rules and regulations would include varied restrictions such as OSHA workplace requirements (Occupational Safety and Health Administration), the Foreign Corrupt Practices Act (which would necessarily include a report on the effectiveness of the internal control system), hazardous waste disposal standards, and international trade restrictions.
Movement towards such an approach would be highly consistent with the precedence set by the federal government via the Single Audit Act which should be representative of the types of information the government feels is necessary to adequately assess an entities operations. One would assume that if the government thinks it is important information for monitoring the use of its own funds, then the various corporate stakeholders would probably also find such information desirable for making their own decisions.
CONCLUDING REMARKS
Lack of information forces stakeholders to make their decisions in a state of ignorance, thereby giving such stakeholders only a limited ability to effect change. This limited information breeds a corporate culture that in many cases fails to consider the broader social ramifications of its policies and decisions. In the productivity and quality measurement domain, it is often noted that 'what is measured gets done.' If the only information distributed to corporate stakeholders is financial based, then top level managers are effectively only being measured based on financial performance. The motivation of such a system is to drive executives towards what is measured (i.e., financial performance) and away from what is not measured--corporate social responsibility.
To meet the needs of the public interest, it seems imperative that movements be made towards measuring other attributes of corporate performance. Only through measurement and monitoring can effective change take place and an appropriate level of emphasis on social responsibility be achieved.
In this paper, a framework has been developed that draws heavily on the already established broader audit guidelines of the Single Audit which is used for government audits.
While this framework is only a beginning towards achieving a goal of broad based corporate responsibility, it represents an attempt to build from within the system rather than trying to effect radical change outside of the current establishment. The risk of radical change from the outside is that such changes are re-buffed without consideration. The limitations of working within the current establishment is that change becomes bound by current models. While this model suffers from such limitations, it should provide a means for hopefully improving the current state of corporate social responsibility.
